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INTRODUCTION 


The Private Non-Profit Rental Housing Program is one of a number of federal programs which 
assists people who have difficulty finding affordable or suitable housing. The program supports 
the efforts of community-sponsored groups, whose members take responsibility for planning and 
operating modest housing on their own behalf or for other families and individuals of low and 


moderate incomes. 


This publication provides general information on the basic features of the Non-Profit Rental 
Housing Program. More detail about the program or questions about a specific proposal should 


be discussed with the nearest CMHC branch office. A list of these offices can be found at the back. 
WHAT IS PRIVATE NON-PROFIT HOUSING? 


Non-profit housing can take a variety of forms. It can consist of single or multiple family housing, 
hostel accommodation, care facilities or group homes. It can be provided by constructing new 
buildings or acquiring existing buildings and modifying or repairing them if necessary. Tenants 
in non-profit housing include families, senior citizens and/or persons with special housing needs, 


such as the disabled. 


All private non-profit housing projects assisted by CMHC have several elements in common: they 
are developed and operated by non-governmental groups on a non-profit basis, the housing itself 


is modest and the residents benefit from on-going financial assistance from CMHC. 


The program is designed so that, normally, tenants will have a range of incomes. In this way, 
an undue concentration of either low or higher income people is avoided arid this income mix 
also helps to ensure the financial viability of the project. Lower income tenants pay rents which 
are geared to their incomes, while other tenants pay rents which correspond to the lower end 


of the range of rents for comparable housing in the private market. 
WHO ARE THE SPONSORS? 


The sponsoring group must be a private, non-profit corporation which is primarily dedicated 
to the task of providing rental housing, through motives other than profit, for lower income people, 
senior citizens or others with special needs. In formal terms, the group must be incorporated 
as non-profit under provincial legislation, and have the provision of housing as a major goal in 
their charter. CMHC reviews the charters of non-profit corporations which apply for assistance 


to ensure that these conditions are met. 


It should be noted that the Council of an Indian Band is also eligible for the program without being 


required to incorporate as a non-profit body. 
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SUMMARY OF ASSISTANCE AVAILABLE 


CMHC provides various forms of assistance to eligible non-profit housing sponsors when the 
need for the proposed housing is evident in the community and funds are available. The assistance 
is based on provisions under the National Housing Act (NHA) and includes: 
@ Financial assistance to develop the housing proposal to the point where a loan application 
can be made; 


@ Loan insurance for up to 100% of the agreed-to cost of the project when mortgage financing 
is obtained from lenders approved by CMHC; 


e Financial assistance to subsidize mortgage payments from the going market interest rate 
to as low as 2%. This has the effect of reducing rents, especially for low-income tenants; and 


@ Funding for repairs and modifications where existing housing is acquired. 


These elements of the program are explained in more detail in the following pages. 
PROJECT DEVELOPMENT & THE START-UP PROGRAM 


An important element in ensuring the long-term success of a project is a thorough planning 
and design process in which all the legal, physical, social, financial and management factors are 
carefully considered. Some groups will have the resources necessary to carry out these tasks 
within their own organization. Other groups may find that, because of the specialized skills 
required, outside help may well be necessary. Private consultants can be used for specific 
development activities, but in many areas it may also be possible to retain the services of aresource 


group which has expertise in most aspects of non-profit housing development. 


To enable non-profit sponsors to pay for the services they require to develop the project, financial 


assistance is available under the Start-Up Program. 


This program can provide up to $75 000 to develop proposals for non-profit housing projects. 
The funds used during the start-up process will eventually be included as part of the total loan and 
repaid to CMHC if the project goes ahead. The funding is provided in a two-phase arrangement and 
the amount is based on the activities a group will have to undertake depending on the type, size 


and scope of the proposed project. 
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Phase 1 allows for up to $10 000 to assess the feasibility of the project and to allow the group to 
develop its own capability to undertake and manage the project. Much of the activity during this 
phase will include the determination of demand for the project, incorporation, organization and 
training for the sponsoring group, finding a suitable location, preparation of preliminary drawings 


and other related activities. 


The remaining funds are available for Phase 2 activities which will help allow the group to deter- 
mine the long-term economic viability of the project and to develop the proposal to the loan 
approval stage. Specific activities which are eligible for Phase 2 funding include detalied design 
and working drawings, estimating costs of rehabilitation, obtaining necessary permits, finding 
tenants, etc. Understandably, Phase 2 funding is only available if Phase 1 has shown that the 


project is clearly feasible. 
MORTGAGE FINANCING 


Sponsors will normally obtain mortgage financing to construct or acquire their project from banks 
or other private lending institutions. To assist sponsors in obtaining a mortgage, CMHC will pro- 
vide loan insurance to lenders approved by CMHC. This loan insurance will be available to cover 
a loan for as much as 100% of the agreed-to project costs, for a period of up to 35 years. CMHC’s 


fee for this insurance is included in the loan amount. 


In the case of Indian Band Councils, the Minister of Indian Affairs provides a “Ministerial Guarantee” 


to the lender. No fee is charged for the mortgage insurance in this case. 


To encourage the production of modest housing, the amount of mortgage financing which is 
insurable is limited to a maximum unit price (MUP), which is established by CMHC for specific 


housing types in the locality. 


The actual cost acceptable for loan purposes is based, however, on an assessment of the individual 


project which could result in a loan amount which is less than the maximum unit price. 


Although the MUP cost ceiling makes some allowance for normal residential amenities some 
projects, such as those providing care services or for physically handicapped, may require 
additional facilities. In such cases, the project should be discussed with CMHC, since special pro- 


visions of the program may apply. 
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MORTGAGE INTEREST ASSISTANCE 


On-going financial assistance is provided through Section 56.1 of the National Housing Act. 
The maximum assistance for which the project is eligible is the difference between the mortgage 
payments required to pay off a mortgage at current market interest rates and the payments which 


would be made if the interest rate was 2%. 


The following example indicates how the calculation of this assistance is made once the agreed-to 


cost has been established. 


e If the agreed-to cost of the project is $1 500 000: 


® The monthly payment over 35 years at the market interest rate 
of 14% Would bes... tee as. gy A arith eh by eC BE a $17 160 


‘@ = The monthly payment at an interest rate of 2% would be .......... $ 4 960 
e The monthly assistance for which the project is eligible would 
He thedifference rs. weeawrareeh hae Us caran ony ewes s+. caeme eee ee $12 200 
This assistance is first used to reduce rents for all the units from the level which would be needed 
to cover the mortgage payments and the operating costs, to the lower end of the range for private 
market rents for comparable housing in the areas. The remaining portion of the assistance can 
then be used to further reduce rents for those low-income tenants who choose to declare their 
incomes. These tenants consequently pay rents according to a rent-to-income scale which 


generally amounts to 25% of their incomes. 


A continuation of the previous example may clarify these points. If it is assumed that the project 
contains 40 units; 
@ The mortgage payments will be $429 per month, per unit. 


If the operating costs are $150 per month, per unit, 
the-unsubsidized rent would b6. 2. «i526. wad eeeeemeeeek naa $ 579 


e lf the range of market rents for comparable housing in the 
area is from $350 to $400, the maximum rent would be the 
lawenmendiolithermrange saya ise cutie toy seen eee me eet Gm2350 


e® The assistance necessary to reduce the rents per month 
DEP UNH WOU GAD. cae ciate rots ais. « 4ob cepa carci are eee Ane na hey ne Sie $ 229 


Referring to the previous example: 


@ The amount of monthly subsidies for which the project is 
CUGIDIGWOUNUEDO Src trac ce ie ak oiorr we eens acces eres eans tla er menn ema meteate $12 200 


® The monthly assistance necessary to reduce the rents of 
allanits: WOmNd De: S229°X 40. 3252. ches eee a ieee ee $ 9 160 


e The portion of assistance remaining to further reduce rents 
for low income residents would be the difference ................. $ 3 040 


The amount of assistance available will vary year to year since it depends on the actual operating 


costs of the project, as well as any changes in private market rents for similar accommodation. 
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It is important to note that the amount of assistance available will generally not be sufficient to 
support a project where tenants are predominantly paying on a rent-to-income basis. This means 
that most non-profit projects will house tenants with a variety of incomes in order to achieve 
economic viability. For projects intending to serve mainly low-income tenants, other sources of 
operating or tenant subsidies will have to be sought by the sponsors before federal assistance 


can be approved. 
FINANCING FOR REHABILITATION 


Where a proposed project involves the acquisition of an existing building, rehabilitation will 
sometimes be required to modify or to bring the building up to standard. The federal Residential 


Rehabilitation Assistance Program (RRAP) may provide assistance in these situations. 


RRAP includes a loan component which provides CMHC loan insurance on approved-lender 
mortgage financing of up to $10 000 per unit, depending on rehabilitation costs. When used in 
conjunction with a non-profit project, the sum of acquisition and rehabilitation costs are limited 


by the maximum unit price (MUP). 


A second provision of RRAP is that part of the rehabilitation loan may be “forgiven”, that is, it 
need not be repaid. The forgivable portion of the loan is earned over time, subject to certain 
conditions, and the amount forgiven will vary with actual rehabilitation costs. Maximum forgivable 


amounts are: 


@ $3 750 per self-contained dwelling unit, or 
e $1 250 for each of the first three beds and $2 000 for each additional bed in a hostel 


project. 


A special advantage of using RRAP in a non-profit project is that initially, the calculation of 
assistance is based solely on the agreed-to cost of the project, including the cost of rehabilitation. 
Yet the forgivable portion of RRAP is subtracted from the actual loan that has to be repaid. This 
lesser loan amount, and therefore smaller mortgage payment, allows more rental assistance to be 


available for tenants in a rehabilitated project than one newly constructed. 
OTHER FORMS OF ASSISTANCE 


As previously noted, the level of assistance provided through the program may not be sufficient 
to support a project which consists primarily of low-income tenants. There may be other cases 
where tenants have no incomes, or where additional services and facilities which increase the 
operating costs may be required. In any of these cases, the project may not be economically viable 
unless provincial, municipal or private contributions are received. These other sources of funding 
will not reduce the amount of CMHC assistance for which the project is eligible, but may be a 


condition of approval. 
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MANAGEMENT OF THE PROJECT 


Management tasks will be involved through the development process and during construction 
of the project. The members of a sponsoring group should realize from the beginning that there 
will be management tasks which extend over the life of the project. A long-term commitment of 


time and energy will be required. 


The specific management tasks which will have to be undertaken during the life of the mortgage are 
outlined in an operating agreement entered into by the sponsoring group and CMHC when the 
assistance has been approved. One of the main provisions of all operating agreements is that 
the sponsor must submit an annual report which includes audited financial statements, annual 
operating budgets and a review of incomes for those tenants paying ona rent-to-income scale. In 
addition, CMHC will establish the lower end of market rents on an annual basis. The annual report 
is necessary to ensure that the project will be eligible for assistance for the subsequent year. 
Other necessary management tasks outlined in the operating agreement include such things as 
the physical maintenance of the project, tenant selection, rental policies, rent collection and 


bookkeeping requirements. 


Naturally, sponsoring groups are not expected to find all the skills or time necessary to carry out all 
the work within their own group. It is, however, the responsibility of the sponsors to hire and 
supervise appropriate staff or to arrange for any contractors that may be required. in any case, 


the final responsibility for asound management and project administration rests with the sponsors. 
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